Declassified and Approved For Release 2012/09/04 : CIA-RDP64-00014A000100110011-8

BEST COPY .

AVAILABLE

NEXT 7+ PAGES

Declassified and Approved For Release 2012/09/04 : CIA-RDP64-00014A000100110011-8



BACKCROUND

LM

CFroseat 3 apancse governuental controle of trade uith tha Soviot
\rm'e ret up on the initintive and under the suddance of the . - .
enn Cormerder of the Lllied Fovers (SCAP) and were administered by

‘L'% CeaupeUien autherdtios i1 Japan almost to the dey that Japen !
Lol 1ea sovereintys In accordence wita overnll US poliqy. Japenose '
(porbs Lo tle Blee were placed vnder controls in the latter part of
v in 1950, ThLese controls vere tibhteneu further vpon - '
{ the Loreanm hogtilities in June 1950, und efter entry
tre. Coammiats Into- the Korean hostilitiea in Decembar 1950
inJanuary, 1951, (n Decenber 6, 1951, the JaponeuaGovernment, then -
L“dc; control of -the SCLP, banned thoge exports to.Chinay Nurth*
.on'f Xong and ifacao of alJ revw materiels, somi-prcdessed and -
d goods hich vere rubject to licensing controls in Japam
ts o’i ‘coatrolled goodstlo Hong Kong were made contingent upon:
of ‘eértiffertion fron the HNony Kong Govermment that such goods'f
sgsentiel vse.dn Hong Xong mxd not jopy transshipment to other
m.da lended in Japan for | r.rmxam.ﬁpaant were alao nude aubjectv
; ensin_,., . . S

thq uqmz'rWué. 5
Ject Lo Lcm»i.ny uOlluI‘OlB hos poon ﬁn'thar,,ﬁpendod and,na! inc.hﬁee
tally £31 cormodities .ex_capt the following' Rajar categorios?: Jfood=

ffg, othor, than staples %Qiu‘ and el t‘ptpim; H‘ov foh'iot,« A
‘ "J(‘.ubtfs, certain L{'rht mac ery, chao, ,_ _

] _Tha epovt controls developea prlw‘tqﬂ apm'o lttdmbnt od' rull
"sovereignty on April 28, 1952, are still substantislly in force at. =
spresent both in lav and*in practi\,q. ‘l'he levnl ocntroh and, tho
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. ’ ,mand~ Eastem Europe -
Cithans nl\»a"s been relatively insignificant, trade. 'it.h me.inland China
Uy o) (jz ¢luding 2 Manchuria) vas of privary importence’:to Japan, particularly

dwdne “the years before end during World Wer II, % In s for instance

“aainland China (including lianclnris): cupplied abdut 17 percent of Japan's-

- total imports and took about-27-percent-of its” “exports. lMore than -
hnlf of Janman's total coal imports, about a querter of its irom ore
1wc--t:- , end three-quarters of ite soybeen imports and a. large shere

its selt imports in 1941 were from madnland China.

Sino-Japcnese trade during the post-\rar period fell bel evar
and ‘ertine levels, in pert, because Japen's economy and espec its ‘ :
ferelrn trode recovered only gredually from wartime aisrw‘tion, end in
pert beecuse internal strife and conflict prevented the develomment of : g
siinals trade, In addition Japen's loss of investuents in Chine and : L
0 repatriation of Japenese naticnals from Chine deprived Japan of e
inpestant markets ond trading contacts in China, Hovever, Japon's o ;
trede with Chine improved from 1946 to 1950. Nevertheless, by 1950, - ) ' i
Jenar's exporta to the Sovict Bloc, almost all of vhich wvent to mein- o
land Ching, were only 2,5 percent of the total velue of exparts, Japaneso Sho
Luports from the Bloc, egain elmost exclusively from China.in 1950, - R

. constituted 4.6 percont of all imperte.: In 1951 only. acht 1 roent.

“of total Japenese trade was with. the Soviet: Bloc ~—"1pds: then
of e\'ports and 1.6 norcent 04 mpwtl. SO

[

R
BRI l

Tl

AR ‘II. JAMN'S

SRR Japanose mtccroat 1n u:pand trado vitl;' Yeaf
political end economls drives, whick stem from’the bagic
-of resstablishing Japan's pover position in’ ﬂn '

“the broad desire for continental trede may !;a ns
the process of feeling out lndepodlnt courges’of ‘¢

praguatic political and econtmic interesty’ o}*: gpan °
"o _desire vhich iIn the-cded. oc chﬁ.nn 1s >

H

The *n'esent tmitcﬁ of tbo USSB 1nclwl0l 2
an important gource of coel, woodwlpand], }
- vas part of the Japeneeo mpiro. N

i_i.“

» * B ’
& 4 - o
RESTRICTED 3
”
. L E o 3
. v t' Y ot w
N . ) FRPLIE . -
STeM em Jaielrney o ar ] . ‘
o ¥ Lo el PRSI e O
’L"" 4:‘ a,*',.rv. :?{J _’:."l.é‘-fi-'-‘ ol - 3.ﬂ* i s " 'y

£ krt i st sk e A 3 e A

Declassified and Approved For Release 2012/09/04 : CIA-RDP64-00014A000100110011-8



’ : Ve w0 S SRR
Decla33|f|ed and Approved For Release 2012/09/04 CIA-| RDP64 OOO14AOOO1001 10011 8

relauona m the put wu-rub

et B

réceiving o portion of ite sron ore and . coe.l requirements fiam ‘non
dollor arcrs cuch as Maleya, India, Goa: -etg,, the supplies pa.rt‘.l“ arly
«©f colfng corl, which are at precent avoilabloe from thepe areas, are 7
Anevftriclent to meet Japan's recuirements, Develommont prq*eota deaigxed
to increass the avnilability of such pupplies in non-dcllar'areas close
to Japen,principally South and Southenst Asia, are as yet largely in the
plarning ntmo. Japon has token initial steps to incresse outputof =~
cercore ond conl in India and Goa tait the mapnitudes aede a.Vaila._ble R
¢ far neere been gmall, Eventvally, South end Southeast Asla mey become.'v :
foaeeh sere sieniffcant eowrce of industriel rew matericls from Japem, o
but, Jor £t least the next 5-10 yecrs, Japan will have no alternative
1o trade with the Chinese meinlend oxcept far relisnce on doller-gources:
. of cupply. Since before and dwring the war meinland Chine supplied  the S
’m..k of sucih ewpplies, denlrl of trade \rith Chinu would appecr to porpet- L
vave Joannt's dollar deflelt problem, - R

The availability of China's raw materiila, 111 pe.rticular iron
oce onG cdcxnt coal, 1s of significence to Jepanle coct'of production
of ror. end steel and manufactured metal prcducg‘s import t items
in Janell's cyport trade, Sinoe Japan must at’ &nt import these ra\' .

- materials from more distant areas:thon China —- 11y the U3, Oanada"
‘India, Malaya, the Philippines — tHe Aifforendd 44 Treight’ cqtt dp o'
Anpertance 3n deternining rew material -cos§ dﬂ‘ﬁuntials é3:e\r1;':|.oufl.m'1y
“in a vweriod of rising raw naterdel prio‘us *I% ﬁahnot ’
hovever, thot the present high lovel of yrices:of Ja
exports vhich 1s above the world-market level:ocen be lolely ‘or gven’

prizarily altributed to the insbrossibility of Gincse ray materiap,

_ It 1s strongly influcnced by .other factord “Duch ins the" tcﬁmibd. GIE wif SR

iradecuacies of Japunese stosl production) :ahil apm!'ent inoiéteno'b"on'
exceptionally large profit mergins, ..

The loss of Chinocse markets fd‘f&p&h As o of bmoern to

'ﬂ'-':_J'apan. Historically, China has beem ono of anan'l oy pal 9\n,tane:l
’of textiles, manuia.c;;ured good., machinery end hﬁ‘nl 8 ""‘iﬁpa'tant

ar o od: .n.)mmaaata oudvx t:a“" at

Declassified and Approved For Release 2012/09/04 : CIA-RDP64-00014A000100110011-8




o Jnuternst mrko,t‘,\ Japan
4 the; major producing nations’

iaitatlons of the doliex pavkety
s 1c¢ts .11_5 cnpentrate;on Aeianlce
n&xyg e compo&ietve' posl

| vigions than the experts of the UK m m-mmoinm oomtne
5 J ayun'a com;.etitors in that mexket,. .- - e plad iy Hag

A B . ‘
ot ‘Lv ey

The estiaete ol Jmemu buni.nesamn as to the ‘benefits whi.c'
: ~could at present be Gsraved froa trade with mainiand Ohine nre*:px.‘:)l‘sabl.y\.=
v much overeotinated. In fact, mainiand Shina could at present. not; f'.n'niah-j__’-*
scawe of the comuodities suon es rav ocotton and soyteans vhich Japenm: . -
reula ldke to dmporie It 43 doubtinl that Jepan could trado on ey = -
*"num-z Lle terms with the Cunzmmi"t rezing. in China as waas poseible vhen -
Japan was in polilicel coutrol o the arce. China has increesed its -
am textlle production wo a level thet vould probebly prevent Japanese .« '
erortd of tect tiles from vising to evon the epproxinate ievels that . -~ "=
. B ere asfuncd pos-ible Ly neny Juvancse exporters, Reccnt judications
: ate that China vould, Lovever, be 1ikely to-insst on imports of Japonese
sien ("ld steal ) nca-ferroue metals and metel rrcducts, treansportation
aud commurications eculpment, end similsr items aluost all of which are
algh on the presept weohiblited export idsts. !

Uhile increased China trade, on balancs, wauld somewhat improve ¢
Jupan's compstitivis rosition an the world market, wou'd cass Jopan's . -
“talanco-cf-poynonis rooblems cnd would stlmulete industriel oxpension
in Ja 0y 1t ts not csrentliel to' continued economic grovth so long as
Jevan peleins Lbe present large dollar income from the US, ia able -
Sred: ‘,m.'.y..t.')v oxpand its trado with stording erees, end particalerly - -~ = =
vith bouth and Scutheast Asln.  Pegeindan on. the, prrt of meny Japenese ¢ G
a8 to conniavance ¢l current high levels of dollir incons, cnd as to .
tl.e rate of develomant and the potential magnitode of tiade. with.other

voag, however, hes added further prescure in favor of increesed Chine

Lreda,

-

LI SAPMET, ATTIRUICS OR TRADR. CONTRUIS

b

o Geverta e 1

i In 1ts wublic stt.temonta,‘ the Japenese guvermment has in gemeral 5
: . _ ]
| RESTRICTED . . , |
SECURITY INFORMATION 1
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SECURI{Y DNFORMATION - -

evpported the trade control policy now in £oma’ It has on occasion
exprassed iis skepticism as to the reailty of developing a significant
ve! uw cf trade vith the Chinese Commmist regims, It bas treated

rouent trades tenders by the Soviet lnion hl the umo voim. " . ¢

Hewever, though the Japancse Govcrmeut 13 mblioly omitud, -
to “rerent levels of controls, it has also, as e mattor of assertion
cf it own covereignty wnd dezirc for equal treatment, indicated 1ta
desire to "aljust’ trade control levela dowmwards. This may’in par

be tlie reault of etrong inteinal pressures emong. "distressed: induatrieq"
fcr new export outlets, and in pert a reaction to the stigma of SCAP
a.cnscpehip vhiich adhoreas to the present trade oontrols. At present,
tiie request for such an adjustment coveys a few non-strategic itens :
only: paper products, wool-lmit gloves, dyeatufiis and textils mashinery,

Fer the duration of active hogtilities in Korea, Japen will probably

not geelc a further substantial relexation of trade eontrols,: Bus-with
ti: ceszntion of UN action in Korea, Japen may be expected to insist

¢ levels ¢f control no more stringent tian those exercised by other
rajos peiere., Jepan's desire for nmcmberehip in the COCQOM is @ clear
indication oi‘ the direction in vhidx the Japmeae govermnent 1a 1ikely
t¢ nove, " [ B

, PR

The prosent concervr_xt.ivo Japenese Govornnent viowa ite ali@nont

with the US as the cornerstone of its foreign policy. It is therefore
not ilkely to jJeopardize this relationchip, or to teka the risk of :
Lucwring a serious detericretion of US public attitules vis-a-vis . .
Japan by requecting any drastic reductiou of tra.do omtrols with tho
Soviet Bloc, . CoL Co
. *«b )

The Japenese Government, furthermore, is fully avaré of tho
sccwiity and economic benefits, aotwal and potential, of close nhtiom
rith the US, Asswrences of US:econcnis: ateistancey;slther besed oo -
Jepen's future belanoe—of- requivresente. or-on {te: securily.; mdn
are a basic objective of the pelicies:of.the yresent:government, ' The . -
need fcr such economic essiestemce.ip not. infrequently stated in tarms -
of tn alternative to trede with the Soviafr Bloo, especislly Chins., .- :;..L
Ay benefite derived from' such trade would, An the opinion of the . - -
Japaneze Government, tall far short of the advantages of the potential
economic aid which Japan’may need,: snd: hopes to obtain !‘mﬂn w uhon
special procm'emont of the mtorm u:m uuu. ‘.‘..!‘ M S

+
‘r-"'

3 The aztim!dmhpmuwmmvﬂm
decree a genaral lack of secuwrity % mung the. Fapanese

There exists in Japsm an old snd 4ngrained: of Russia pnd &

of potential Commmist eggremsiocus «But: though Coemwist China:de: v:umd
08 a member of the Soviot Bloc, it 4e oongidered to be & less important

it s
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RESTRYOPID - .
SFCURIYE D aUATION "

;:cuv;acy of the U8 ngeésy: b‘:}.w Inmm?hm.&:;m% Y The i
/19, Toattlon to Japea, and-the reetraf Abiac1y.ftequently comst g iioas
| tiey vould other “and, cousiderable’odnt ~ettong $he’ Japan: o b

rihouowld be able to deal with Commnist Gitns on & uetnere oo oAb :

b ll'l°‘“ Jeorardising their em Antevestsesend : thas  thiay cauls is

¥ with China, L Y imgﬂﬂ‘#wgldm cucdess~
: Co e, T e O S e T T e b
05 balanoo, the prosent pooitdca we an. b’y &5 /v d s gt
:}o!pport? trade co;trolopsiaafvﬁ%zég.w mwmmm ISP
ins c;m’dvnued allmnent with the US and sy ‘ A .-A;*ouidition‘;;fqr..;
i Tolation to China, But such ocntrols syl uf.-,,."w“"l " -to Ul -eotdon:;
ctratacy to protect Japan's om seowrity by deyingsto :"2’ vived.as
rbecle neterials vhich mipght onhmu-iti’oéonat; mtm,‘ Oﬂx::'m““ .
A ’ R T e LSO WAr,

Thua Jepan is axdous to d ‘l stiat Ate .Mri@ 1dariey vath tho 05
: “‘»1 - +

:3{“21;: :‘:ee Vorld, and may wwom,methIdgwumlm.w
a Ilém'l r"‘ivzeg;::::v. lm:?ﬂ “jmm'u-ﬂc M"'N“P‘i“u:“ |
fuitiiee {mom ie, ever, Javan would most likaly ' suppart: o
mﬂngifm i?cégr te of controls ovey resent lavels ﬁe::tat loo.at“:h.
dégem:dhv‘;r wC()H veuld adopt more stringent, contt"ola on an equal besiw,
eberd ¢ dic;ﬂgblic opinion end for the effect on rotential US ocox.xbu‘.i
ald vill af caution in any attempt of the Japanesc Govergment °
x NG peesent control levels, But the present objeotd: ‘ An
vapanese Government i 'mmigtokeably a downwaerd : ot tonteal
vO the COCOH lovels, ‘ . ' iustaent of comtrole

2. Drencures of Javane o - .
e Trede -+8opnege Businoss end Poldtiecal Grourg fop Increaped

The jntore’t in ’nﬂ" . LR . . L .
enong many leading Japenese m:i’:do vith :::g:vi-t Bloc 1s streng
R L e S A i

‘aried to have mede concrete -offare: to. Consmist Ohrin '

. . S A G Teryy (e L o S - oo
. Auong the sost arts amending vermtio ob tonl
#lth Chira are the mum le: W“QMMWWr”% “0.. h'k.hd. '
;rlea -= formerly tho canter of Sino-Japenese trade ;ut ‘hmn
o ke Settimitios . ooy reigiad S8y oo pardiei Suie
o As ties dn t makote or dn BT T m :

frrfte it ey dirireent e o o, s T aatari

owering of tregde controle jéq"airdndy for- 3s' particuler probloms, o
’ - T S Y

. 3L (el Fates
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wenCTOUPS 11 Jepen, althowgn thers s«ist wide divergen &
/ * to the oxtent and timing of nuch an increcses In the main, too, trade '
| reletions are merely part of a much wider interest ( o
/1 Tightists and leftists, although for differeht ressons) in expanding -
'/ Japan's role in Asia, Representatives of all major opposition political

on the basie of hope for the fu twe, The 1

P64-00014A000100110011-8 -
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SECURITY DEFGOATION

Aside from business mtmm. awp&i for en increase in
relations with the Chinose majnlund has come from politicelly di:
ciss

E
s

rarties have gjone on record in favor of incrossed trede with ‘the main-'
lend -- @ position only partially motivated by a desire to try to
embarraes the government party, However, on the part of the conservative . -
Frosressive i'oxrty and the rizht-wing Socialist Perty, the call far trede \
relations with China has usually been cast in neralised teras,
overing of trade sestrals
is implled rather than specifically propored and some recognition is. .
reid to the denjers end difficultied of trade with the Chincse Corsmmists,
On the other hend, left-wing Soclsliste have come close to the Camrunist
peettion, in calling for more irmediate and fuller resumption of trade
relations ss a pert and porcel of the establishmout of closer politicel
relatlone vrith the Soviet Bloe, and 1n partioculsr wvith Commmist China,

T
g
L[]
.
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